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Country Profile
On India

ursting at its seams with a bil-

lion people, about a third of the

population over the age of 15
is illiterate. Nine percent of infants
do not live to see their fifth birthday.
That is the story which the census fig-
ures tell about India. Nothing could
be more deceptive. The other side of
the story is a thriving economy, time-
tested democracy, well-established
judiciary, free press, culture dating
back 5,000 years, advanced space and
nuclear programmes and an educa-
tion system that has produced the
largest pool of English-speaking
skilled human resources.

In spite of the problems posed by
population and poverty, the symbiotic
outsourcing relationship model,
which it developed and perfected, has
made India the leading player in pro-
viding Information Technology (IT)
and IT-enabled services.

Qutsourcing Is Not Just About
Cost

Cost was the key driver for
outsourcing when it started. It is still
an important factor, but not the sole
one. The ability to provide large num-
bers of skilled people, at relatively low
costs, opened the gates for a flow of
low-end technology work to India. The
threat of a potential “Y2K” risk was
an added impetus. But cost arbitrage
is not a sustainable business model.

Indian companies were quick to
realise this. They moved up the value
chain to provide value-added services
and consultancy support, and at the
same time considerably broadening
the range of services. In a marter of
hfdf a decade or so, the leading In-
dian IT service providers started
providing a full spectrum of services
in addition to the bread-and-butter
'l;‘t:]s'mess of software development.
" s spectrum of services ranged
iruo['t?ntho}if, offered b)’ the big con-
mam[c?l;mceu{;;et?o mfrasxrucfurc
’ nce. ncept of a “one
stop shop” in [T services was a wel-
comed one for ClQs, ¢ helped them
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stabilise their IT costs in a flucruat-
ing world. Outsourcing pru_viders
would extend fixed cost services to
companies, helping them plan and
budget without the risks of rates and
availability. The element of predict-
ability was a big boost to the
oursourcing industry.

Outsourcing Recipe ’
Oursourcing is all about the avail-

ability and successful management of
people, processes, expertise and the
environment.

Population explosion is the biggest
problem which India has been strug-
gling to tackle for years. The same
numbers have become a point of
strength in the changed scenario. The
ability to quickly ramp up and down
based on needs is viral for outsourcing
providers. The companies
outsourcing should be able to get a
large pool of people with the appro-
priare skills at short notice and should
be able to release them ar the end of
the project. This would help the strat-
egists plan projects without the need
to address the issue of getting the re-
quired people and the problems of
providing a good carcer path to this
pool of people, on the rolls, at the
end of the project. Contractors were
the usual way our but that meant the
botrom-line responsibility for work-
ing our the whole project rested with
the company. Outsourcing providers
from India offered a solution by pro-
viding both plans and people to
execute the plans ar a fixed cost. In-
dia has the largest pool of skilled.
English-speaking resources for taking
up such assignments. The lcadin%
outsourcing providers in India have
grown multi-fold in the last few years,
enlarging the human rcsource'paol
further.

i ()u(sourcir‘\’g’is operating in the
_remote mode”. The company seek-
ing service ships the work to places
several thousands of miles away. The
processes and quality standards fol-
lowed by the service providers

Outsourcing — Why India?

Principal Consultant with the Domain
p of Infosys Technologies Ltd, Bangalore,
nal take on this success story.

therefore become very critical. Indian
service providers are some of the besg
in this area. They have refined the
art of global delivery with the same
level of eftectiveness as doing it at 2
single location. The pursuir of excel-
lence has also been remarkable. The
list of CMM (Capability and Maru-
rity Model for software from che
Software Engineering Institute)-ac-
credired companies looks like a “who's
who” of Indian software. The leading
providers in the country have the best
of quality accreditations based on
SEI, CMM, ISO and many others.

A Plug For The Education
System

The education system of India has
been recognised as one of the best of
its kind. There are premier instiru-
tions such as [Ts and [IMs
developing world-class technology
experts and managers. One of the
leaders of the Indian IT industry
mentioned in a TV interview given
to an American channel that his son
went to a rop US university because
he could not get an admission into
one of the IITs. That would have
sounded like 2 joke someume back,
but not anymore. The academic ex-
cellence of instituttons hke [ITs has
been well-established by the hughly suc-
cessful alumn.

The Pull Factors

India enjoys an environment
which helps oursourcing providers
offer high-quality services.

* Government support: Having
recognised thar outsourcing is 2 kev
export opportunity tor India, the
Government has taken all steps ©
tacilitate growth of the outsour_ring
service providers. These acuions
include favourable tax and regula-
tory framework, infrastrucrute
development, planaing focus and
much more. The representatives of
providers have an advisory role in
many key governing councils.

. Stlb'iﬁt}"f India is a stable democ-¥
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racy with a well-established legal

system. Political tension in the \l'&k
gion has been a cause of concern,
but not a deterrent. The company
law and regulatory mechanism js
time-tested. The accounting and
management practices are transpar-
ent and under regulatory conrrol,
Almost all the lcading Indian
oum)urcing providers report in
multiple rcgul.ltor_v frameworks,
including US GAAP. IPR and pi-
racy laws ensure
protection to
outsourcing to India.

¢ Infrastructure: Efficient and truse
worthy telecom and related
infrastructure are critical to effec-
tive outsourcing. India has moved
ahead in this area. Some of the is-
sues have been tackled by having
specially serviced software parks
and export processing zones.

adequate
companies

What Can Be Outsourced?

There is a host of services that the
outsourcing providers could offer.
The most commonly outsourced func-
tions are:

Information Technology

* IT strategy, technology and related
consulting;

* Custom development of software;

* Application maintenance support;

* Package implementation;

* Application/ software testing ser-
vices;

¢ IT infrastructure consulting and
maintenance.

Process Outsourcing

* Call centres and other “customer
interaction” services;

* Backoffice operations (human re-
source, payroll, accounting, tax,
data entry, data management,

backend business services, transac-
tion processing, payment services,
etc);

® Research.

The range of outsourcing sup-
ported from India is very wide. It
could be the simple call centre ser-
vice or John F Welch Technology
Center of GE where hundreds of
PhDs do cutting-edge research.
Whether it is the call centre or the
rescarch centre, the manpower is al-
most entirely Indian and both offer
cost optimisation and admirable qual-
ity of service.

Is Outsourcing Only For
Developed Countries?

The focus on outsourcing is the
US and the other developed Western
countries. But outsourcing will be a
profitable proposition for developing
countries as well, though for slighcly
different reasons. Developing coun-
tries may look at India for getting the
skills which they may not possess in
adequate numbers — like software
engineers who have worked in a
CMM Level V environment. They
may also gain financial advantage by
using shared services which will help
them to get high-quality systems and
infrastructure. Setting up such facili-
ties in the company itself will be
unviable. It may also give access to
the best practices of mature markets
and the business skills that are non-
existent in some developing markets.

Insurance — An Ideal Candidate
For Outsourcing

Insurance companies have been
one of the leading beneficiaries of the
outsourcing revolution. They gained
the advantage of cost-effective IT ser-
vices to start with and then went on
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to reap the rewards for outsourcing
pr()LC\\Cs. ‘

A high degree of s(.md.lrdl\.mnp
of core insurance processes makes it
a very ideal candidate for
uutmufting. Providers could very
easily extend the industry knowledge
[hcy‘ gain from one source to m;l_k‘c
their services more effective and effi-
cient. It also offers a higher possibility
of shared services. Leading insurers
like Aviva, AXA and Prudential have
successfully moved backoffice pro-
cesses to India. The list of
beneficiaries of I'T outsourcing con-
sists of giants such as AIG, Aegon,
AXA, Prudential, Aon, Northwestern
Mutual, Aetna, ING, and many more

of that kind.

The Top Indian Service
Providers

Tata Consultancy Services, Infosys
Technologies and Wipro Technologies
clearly lead the pack of Indian IT ser-
vice providers offering global delivery
of solutions. All three have excellent
quality accreditations and a track
record of consistent and predictable
delivery of services over several years.
With revenues in the range of US$1
billion, the leaders have offices and
development centres across the globe.

What Does India Offer?

India is the lead outsourcing pro-
vider and predicted to grow stronger,
leaving the second-tier providers far
behind. The USP of India as the pre-
mier outsourcing destination includes
the following differentiators:

* Highly skilled human resources:

* Sophisticated processes;
Cost-effective services (could save
companies anything from 25% on-
wards);

Track record and experience of glo-
bal delivery for many years;
End-to-end services (consulting to
post-implementation maintenance):

Infrastructure and support mecha-
nism;

Governmental support for the
outsourcing industry;
Legal and statutory security.

Till the time one of its competi-
tors can offer better value in terms of
key differentiators, India will continue
to be the top outsourcing destina-
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The views expressed in the article are the
author’'s and not necessarily that
company he represents
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